MICHIGAN'S STATE AND
LOCAL TAX SYSTEM

Presented by Treasurer Nick Khouri
February 8, 2017
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Michigan Treasury has a broad range of responsibilities

Michigan Treasury has a wide range of responsibilities, including:

State and local tax policy

Economic and revenue forecasting

Administration and collection of $24 billion in taxes and fees
Pension Investment ~ $65 billion in assets

Local government and school financial health

Higher education student financial assistance (MET, MESP)
Managing the State's balance sheet

Managing the State’s relationship with Wall Street and the rating agencies
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State and local taxes generate $38 billion

in FY 2017

Income Tax

Sales/Use Tax

Property Tax {State and Local})

$9.8 billion

$9.2 billion

513.7 billion

4.25%

6.0%

varies

General Fund (72%)
Schoot Aid Fund (28%)

General Fund (21%)
School Aid Fund (69%)
Revenue Sharing (9%)

Local Units (86%)
School Aid Fund {14%)

Corporate Income Tax (CIT)
Michigan Business Tax (MBT)

Transportation
(Gas, Diesel, MV Registration)

Tobacco Tax

Other/Miscellaneous

TOTAL

$950 million
{5680 million)
$2.5 billion

5930 miflion

51.9 billion

$38.3 billion

6.0%
Mostly credits

26.3 cents per gallon
value of vehicle

Cigarettes $2/pack;
other 32% wholesale
price

varies

Prepared by: Office of Revenue and Tax Analysis, Michigan Department of Treasury

General Fund
General Fund

Michigan Transportation Fund

General Fund
School Aid Fund
Medicaid Trust Fund
Other Funds

General Fund
School Aid Fund
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School Aid Fund has grown 26%
since 2000 due to income tax and
lottery revenue growth

SAF Revenue: Actual & Inflation Adjusted

{billions)
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Note: GF-GP figures are presented on o Consensus basis. FY17: Jan 2017 consensus estimates
Prepared by: Office of Revenue and Tax Analysis, Michigan Department of Treasury

Major School Aid Fund
Revenues FY 2017
Sales & Use $6 billion
Income Tax $2.8 billion
Property Tax $1.9 billion
Lottery $900 million
Cigarette $400 million
Real Estate $300 million
Other taxes $200 million
TOTAL $12.5 billion
T
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Tax law changes have reduced Michigan state and local taxes
by $2.8 billion in total since 2011

Estimated Fiscal Impact
{dollars in millions)

Tax Change FY 2017 FY 11-FY17

Income Tax/Business Tax Reform (5198) (51,404)
Personal Property Tax Reform (5336) (5541)
Sales Tax on the Difference (547) (5142)
Income Tax: Increased Personal Exemption ($30) (5182)
Gas Tax and Registration Fee Increases $478 5478
Other ($242) {5998)
TOTAL ($375) ($2,789)

Prepared by: Office of Revenue and Tax Analysis, Michigan Department of Treasury 9
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Michigan’s tax burden has declined
relative to other states

Tax Category All 50 States 5 Great Lakes
States
2010 2014 2014
U.S. Census Bureau V! 1is highest
Total State & Local Taxes 6 e 5
Personal Income Tax 34 32 5
Sales Tax 25 27 3
Property Tax 11 18 3
Corporate Income/MBT 6 44 4

1) US. Census Bureau, Government Finances: Based on State and Local Taxes as a percentage of
personal income. 2014 is latest available data.

Prepared by: Office of Revenue and Tax Analysis, Michigan Department of Treasury

Michigan Taxes

» Michigan ranks 36" (1 is
highest) in total state and local
tax burden in 2014.

*» Amongthe five Great Lakes
States, Michigan has lowest tax
burden.

* Michigan’s ranking is down from
18th in 2040.

» Michigan property tax ranks 18"
and CIT/MBT ranks 44th,

Al
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